
ECON 241 Microeconomics of Development 
Winter 2014 

 
Instructor: Prof. Karthik Muralidharan (Econ 315) 
Office Hours:  Tue/Thu: 11am - 12pm 
E-mail: kamurali@ucsd.edu  
 
This course serves as an introduction to microeconomic issues in development economics.  While research in 
development economics uses all the standard tools of theoretical and applied microeconomics, the key 
concepts that have defined development economics as a field have been those of “poverty traps”, “missing 
markets”, “coordination failures”, and “institutional weaknesses”.   
 
A useful place to start thinking about microeconomic questions in development economics is to ask “why do 
positive expected value investments not take place?”  These could be investments in physical capital, human 
capital, adoption of new technologies, or simply reallocating factors of production within a household, but as 
we shall see a recurring theme in this course will be how various constraints (that are more typical in 
developing countries) prevent investments and activities that have positive expected value.  A related theme 
will be the study of institutions (formal and informal) that have been evolved in developing countries in 
response to these constraints.  Finally, the course will focus on empirically testing and estimating models as 
well as credibly estimating the effects of policies and programs to improve economic outcomes in developing 
countries. 
 
The theoretical toolkit used in this course will cover all the standard tools of consumer and producer theory, 
game theory, as well as contract and agency theory – all topics covered in the core micro sequence.  The 
empirical toolkit used in this course is very similar to that in labor economics, which is why Econ 250 is part 
of the Development economics sequence and you will be assumed to know the techniques covered in Econ 
250.    
 
Methods 
 
Class time will be divided between lectures and discussions. Lectures will generally cover theoretical tools 
and discussions will generally cover related empirical work, but there will be some variation. An integral part 
of our discussions will be your own presentations on some of these papers (see below).  The syllabus lists 
required papers for each course meeting, which you should read carefully.  Recommended papers will be 
discussed briefly but will not be discussed in depth; you should be familiar with these, however, if you plan 
on doing research in development.   
 
The three main goals for this course are to: (a) familiarize you with core research questions in development 
economics and provide you both with a broad overview of the literature and a detailed understanding of key 
papers, (b) teach you to evaluate the quality and significance of research, and (c) get you started on making 
progress towards your own research.  



Assignments and Grading 
 
Required assignments for the course (and grading weights) are as follows:  
 

1) Two in-class presentations of papers listed as 'required' (15% each).   
 
I will send the class an e-mail with the list of papers for student presentations (these will all be from 
Week 3 or later).  Please email me your preferences (list at least 4 papers in descending order of 
preference) by Monday, 13 Jan, and I will assign presentations on a first-emailed, first-served basis.  
Your presentations should be 15-18 slides long and you should target presenting the paper in 30-35 
minutes.  You MUST send me your slides 72 hours before the class in which you will present so I 
can provide comments if necessary. 
 

2) Two referee reports of current job-market papers (15% each).   
 
The papers you will be writing referee reports for are all by current job market candidates so you can 
get a good sense of where you need to be in a few years!  The referee reports should be around 3-4 
pages long (1.5 spaced) and should summarize the main question asked, the methods, and the results 
(in a page) and spend the rest of the time critically examining the paper and its place in the relevant 
literature, and suggesting improvements.   
 
A guide on how to write a referee report (by Prof. Alain de Janvry) can be obtained at:   
are.berkeley.edu/courses/ARE251/2004/assignments/RRGuidelines.pdf 
 

3) One 6-8 page research prospectus. One of your goals for the course should be to identify questions 
worthy of further examination. For this assignment you will define a specific research question, 
describe the literature(s) to which it connects, and propose a method for answering the question. The 
proposal may be for either theoretical or empirical work (or both).   A 2-page outline is due in class 
on Tuesday, 11 February (10% of grade), following which you should meet with me to get feedback.  
The final prospectus will be due by 9am on Monday, 17 March (30%).  You may combine this 
requirement with another course, but you must let me know if you expect to do this, in which case, 
I’ll check in with the instructor of the other course, and we’ll expect more progress (and a ~15-page 
proposal). 
 

Referee Reports: 
 
All 5 papers below are by Job Market candidates this year.   
 
Please pick any 1 of the first 2 papers for your first referee report (due in class on 28 January).   
For the second report, you can pick any of the last 3 papers (due in class on 11 March). 
 
1) Zhao, X. (2013). To Reallocate or Not? Optimal Land Institutions under Communal Tenure: Evidence 

from China, Yale. 
 
2) Schofield, H. (2013). The Economic Consequences of Low Caloric Intake, Harvard. 
  
3) Choudhary, M. A. and A. Jain (2013). How Public Information Affects Asymmetrically Informed 

Lenders: Evidence from a Credit Registry Reform, MIT. 



  
4) Nielson, C. (2013). Targeted Vouchers, Competition Among Schools, and the Academic Achievement of 

Poor Students, Yale. 
  
5) Ryan, N. (2013). The Competitive Effects of Transmission Infrastructure in Indian Electricty Market, 

MIT. 
  
Recommended Reading and Texts: 
 
Most of the materials for this course will be based on journal articles, but the following texts may be useful 
to have. 
 
Bardhan, Pranab, and Christopher Udry (1999) Development Microeconomics.  Oxford University Press.  
Provides a concise overview of the key topics in this course (recommend that you buy this) 
 
Deaton, Angus (1997) The Analysis of Household Surveys:  A Microeconomic Approach to Development 
Policy.  Johns Hopkins/World Bank Press.  A must read for any empirical development economist.  This is 
available for free download from the World Bank website at: 
http://povlibrary.worldbank.org/library/view/12798/) 
 
Ray, Debraj (1998) Development Economics.  The best advanced undergraduate text on development.  Read 
this for excellent intuitive and less technical coverage of many of the topics in the microeconomics of 
development 
 
Handbook of Development Economics – Volumes 1-4.  These handbooks contain excellent summary 
chapters of the key topics in development.   Tables of contents and several downloadable chapters (from an 
on campus computer) are at: http://econpapers.repec.org/bookchap/eeedevhes/   
 
There have been several recent (sometimes heated) debates on methodology in development economics as 
well as discussions on what the most important research questions are.  These are summarized in 2 recent 
issues of the JEP and the JEL respectively (both in 2010).   
 
The JEP symposium focuses explicitly on the agenda for Development Economics and is at:  
http://www.aeaweb.org/issue.php?journal=JEP&volume=24&issue=3 
 
Angus Deaton – “Understanding the Mechanisms of Economic Development”  
Daron Acemoglu -- “Theory, General Equilibrium, and Political Economy in Development Economics”  
Dani Rodrik – “Diagnostics before Prescription”  
Debraj Ray – “Uneven Growth: A Framework for Research in Development Economics”  
Abhijit V. Banerjee and Esther Duflo – “Giving Credit Where It Is Due”  
Mark R. Rosenzweig -- “Microeconomic Approaches to Development: Schooling, Learning, and Growth” 
 
Readings by Lecture: 
 
Lectures 1, 2:  Overview of Development Economics, Household Models 
 

 Required (text): Deaton Ch. 3, 4.2; Bardhan & Udry Ch. 2 

 Required: (Benjamin, D. 1992), (Bharadwaj, P. 2010), (Udry, C. 1996),  

 Recommended: (Bardhan, P. 1993), (Duflo, E. and A. Banerjee 2007), (Thomas, D. 1990), (Duflo, 
E. 2003), (Browning, M. and P. A. Chiappori 1998), (Bobonis, G. 2009), (Bergstrom, T. 1995) 



Lectures 3, 4:  Land, Contracting, and Property Rights 
 

 Required (text): Bardhan & Udry Ch. 6 

 Required: (Banerjee, A., P. J. Gertler and M. Ghatak 2002), (Goldstein, M. and C. Udry 2008), 
(Field, E. 2007), (Hornbeck, R. 2010) 

 Recommended: (Shaban, R. A. 1987), (Besley, T. 1995), (Besley, T. and R. Burgess 2000), 
(Eswaran, M. and A. Kotwal 1985), (Zhao, X. 2013) 

 
Lectures 5, 6:  Labor Markets 
 

 Required (text): Deaton Chapter. 4.1; Bardhan & Udry Chapter. 4 

 Required: (Dasgupta, P. and D. Ray 1986), (Jayachandran, S. 2006), (Basu, K. and P. H. Van 
1998), (Basu, K. 2005), (Bharadwaj, P., L. Lakdawala and N. Li 2013) 

 Recommended: (Eswaran, M. and A. Kotwal 1985), (Strauss, J. 1986),  (Behrman, J. R. and A. B. 
Deolalikar 1987), (Deaton, A. and S. Subramanian 1996), (Foster, A. D. and M. R. Rosenzweig 
1994), (Swamy, A. V. 1997), (Schofield, H. 2013), (Goldberg, J. 2013) 
 

Lectures 7-10:  Human Capital - Education 
 

 Required (text): Bardhan & Udry Chapter. 10 

 Required: (Foster, A. D. and M. R. Rosenzweig 1995), (Foster, A. and M. R. Rosenzweig 
1996), (Duflo, E. 2001), (Schoellman, T. 2012), (Duflo, E., R. Hanna and S. Ryan 2012), 
(Muralidharan, K. and V. Sundararaman 2011), (Duflo, E., P. Dupas and M. Kremer 2011), (Das, J., 
S. Dercon, J. Habyarimana, P. Krishnan, K. Muralidharan and V. Sundararaman 2013), 
(Muralidharan, K. and V. Sundararaman 2013), (Muralidharan, K. and N. Prakash 2013) 

 Recommended: (Card, D. 1999), (Kremer, M., K. Muralidharan, N. Chaudhury, F. H. Rogers and J. 
Hammer 2005), (Chaudhury, N., J. Hammer, M. Kremer, K. Muralidharan and F. H. Rogers 2006)    
(Glewwe, P. and M. Kremer 2006), (Kremer, M., E. Miguel and R. Thornton 2009), (Jacoby, H. G. 
2002), (Lucas, A. M. and I. Mbiti 2012), (Pop-Eleches, C. and M. Urquiola 2011), (Muralidharan, K. 
2013), (Nielson, C. 2013) 

 
Lectures 11-12:  Human Capital - Health 
 

 Required: (Miguel, E. and M. Kremer 2004), (Bleakley, H. 2007), (Bharadwaj, P., K. Loken 
and C. Nielson 2013), (Jayachandran, S. and A. Lleras-Muney 2009), (Thornton, R. 2008), (Cohen, 
J. and P. Dupas 2010), (Dupas, P. Forthcoming) 

 Recommended: (Dupas, P. 2011), (Thirumurthy, H., J. G. Zivin and M. Goldstein 2006), (Acemoglu, 
D. and S. Johnson 2007), (Strauss, J. and D. Thomas 1998), (Glewwe, P. and E. Miguel 2008) 
 

Lectures 13, 14:  Credit and Savings 
 

 Required (text): Deaton Ch. 6.1 – 6.3, Bardhan & Udry Chapter. 7 

 Required: (Karlan, D. S. and J. Zinman 2009), (Banerjee, A., E. Duflo, R. Glennerster and C. 
Kinnan 2013), (Ashraf, N., D. Karlan and W. Yin 2006), (Dupas, P. and J. Robinson 2013),  



 Recommended: (Stiglitz, J. E. W., Andrew 1981), (Aleem, I. 1990), (Paxson, C. 1992), (Anderson, 
S. and J.-M. Baland 2002), (Mullainathan, S. 2006), (Banerjee, A. 2013), (Choudhary, M. A. and A. 
Jain 2013) 

 
Lectures 15, 16:  Risk and Insurance 
 

 Required (text): Deaton Chapter. 6.4 

 Required: (Townsend, R. M. 1994), (Jack, W. and T. Suri 2014), (Bryan, G. 2013), (Mobarak, 
M. A. and M. R. Rosenzweig 2012) 

 Recommended: (Udry, C. 1994), (Udry, C. 1995), (Dercon, S. and P. Krishnan 2000),  (Ligon, E., J. 
P. Thomas and T. Worrall 2002) (Gine, X. and D. Yang 2009) 

 
Lecture 17: Migration 
 

 Required (text):  Bardhan & Udry Chapter. 5 

 Required: (Bryan, G., S. Chowdhury and M. A. Mobarak 2013), (Bazzi, S. 2013) 

 Recommended: (Rosenzweig, M. R. and O. Stark 1989), (Pritchett, L. 2006), (Yang, D. 2011) 
 
Lectures 18:  Anti-Poverty Programs 
 

 Required: (Niehaus, P., A. Atanassova, M. Bertrand and S. Mullainathan 2013), (Alatas, V., A. 
Banerjee, R. Hanna, B. Olken and J. Tobias 2012), (Haushofer, J. and J. Shapiro 2013) 

 Recommended:  (Garfinkel, I. 1973), (Akerlof, G. 1978), (Currie, J. and F. Gahvari 2008) 
 
Lectures 19, 20:  Service Delivery, and Infrastructure  
 

 Required: (Hart, O., A. Shleifer and R. W. Vishny 1997), (Galiani, S., P. J. Gertler and E. 
Schargrodsky 2005), (Dinkelman, T. 2011), (Donaldson, D. Forthcoming), (Muralidharan, K., P. 
Niehaus and S. Sukhtankar 2014) 

 Recommended:  (Besley, T. and M. Ghatak 2001), (Besley, T. and M. Ghatak 2005), (Bjorkman, M. 
and J. Svensson 2009), (Duflo, E. and R. Pande 2007), (Ryan, N. 2013) 
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